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What are you doing after work? 


after 
Is a quest 


not a : 
destination 
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after defines the intensity of our 
mission to realize the after-work 
dreams of advisors and investors 


it is the pursuit of ideas and 
Innovation that extends our 
leadership and drives the future 
of our business 


and along the way discover new 
markets and new customers 


for our customers, after work charts 
a new beginning in the story of 
their lives 

for AGF, it is the catalyst for success 


What are you doing after work?’ 
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message from 
the chairman 


“In 2001, AGF continued to build upon its solid foundations 
to emerge as one of the most consistently successful 
investment management companies in Canada. In the 
face of volatile markets and investor unease, your company 
drew upon the depth, breadth and excellence of AGF’s 
people, products and services to succeed in yet another 
year. As the economy stabilizes and confidence returns, 
we will capitalize on this momentum to achieve even 
greater success and shareholder value.” 


C. Warren Goldring 
Chairman 
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financial highlights. 
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our path is clear and our strategy consistent 
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dear friends and 
fellow shareholders 
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AGF moved with vigour and purpose during 
this year of global shocks, troubled markets 
and waning investor confidence. Despite 
this volatile environment, AGF remained 
on track to report our sixth consecutive 
year of record growth and achievement. 


There are many dimensions to our success. While we remain 
proud of our accomplishments, we are never cavalier about the enormous 
challenges we face each day. When | reflect on the uncertainties of the past 
year, | am grateful for the talents, resilience and endurance of everyone who 
contributes to AGF’s success. 

As a fiercely Canadian company and a pioneer in the mutual fund and 
investment management industry, we have the experience and perspective to 
navigate difficult times while ensuring a steady hand to guide the company 
into the future. The year 2001 tested this experience and perspective, 
proving yet again that our course of action remains sound and enduring. 

This year, we focused on strengthening our impressive financial 
performance, seamlessly integrating our acquisitions of Global Strategy and 
Magna Vista, venturing forward to extend our global initiatives and judiciously 
expanding our business with new investments in AGF Trust Company 


and AdminSource Inc. 


i oe nee ee tus 
and to reduce our dependence on the domestic market. 


r , 
story in the numbers. It was a difficult year for the global investment 
ment industry. Nervous markets were dealt a further blow by the tragedy 
tember 11 and no company emerged unscathed from these events. 
7 "Despite this uncertain environment, AGF turned in a strong performance in 
fiscal 2001. Our long-term focus on cost control and fund performance paid off 
| — . yet again, and in this time of weakened investor confidence, we were able to 
a ; ¥ draw on the strength of our brand and the committed team of investment 
| advisors who know and trust AGF products and services. 
Cee ; Cash flow from operations, our key performance metric, grew to $284.4 


ei ; Consolidated revenue for the year was $640.0 million, up from $508.7 lee 
; last year, an increase of 25.8 per cent. ; 
At $2.6 billion, AGF also topped the industry in net sales of long-term funds 
to post the strongest in our history — the fourth consecutive year that we have 
_ recorded annual net sales over $2 billion. At the same time, our redemption rate 
remained among the lowest in the industry at 11.9 per cent, down 20 per cent 
over the previous year. 
In addition to this strong performance, the adoption of new accounting 
standards for income taxes, as well as declining federal and provincial income 
tax rates, had a significant and positive impact on the corporation’s net income. ; 


| ‘million compared with $215.4 million in 2000, an increase of 32.0 percent. 
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DEAR FRIENDS AND FELLOW SHAREHOLDERS 
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Consolidated net income was $163.8 million for the year ended 
November 30, 2001, compared with $95.9 million one year ago. i 
Strong sales offset market depreciation in our mutual fund assets, which } 
increased ae the year to $27.5 billion, up from $27.0 billion a year ago. 
In addition, AGF’s institutional assets were $6.1 billion at year end compared 
with $6.3 billion at November 30, 2000. 


We realized significant costs savings through the integration of operations 


‘ 
a 


of AGF and Global Strategy. By implementing stringent cost controls, AGF 


was able to reduce selling, general and administrative expenses expressed as - 
a percentage of average assets under management by three basis points in 
2001 compared with fiscal 2000. Vani ones 


We have successfully integrated our Pact iee Our 
acquisitions in fiscal 2000 of Global Strategy Holdings Inc. and Magna Vista 
Capital Management Inc. were important moves to increase scale, enhance 
our platform of products and services and expand distribution channels. 
Both acquisitions gave us new strength to offer investors and advisors greater 
flexibility in their investments and a broader span of products and services 
to meet their needs at every stage of life. \ 

The success of these integrations is a testament to the professionalism 
of AGF employees who used their ingenuity and energy to ensure a 


seamless transition. 


It was a year of firsts in the global arena. In 2001, we made 
decisive moves to expand our global platform and export AGF’s superior 
money management to foreign markets. 

In June, our wholly-owned subsidiary AGF International Advisors Co. Ltd. — 
launched a new family of offshore funds, initially for sale in Japan through our 
branch office established in Tokyo in 2000. Selling under the brand name | 
Goldrings, these five new funds offered by AGF International Advisors cover 
a variety of sectors and management styles. 

Later in the year, we made an investment in Maruhachi Securities Co., 
Ltd., a brokerage firm based in Nagoya, Japan, and an associated company 


of Nomura Securities, Ltd. This move gives us leverage in the distribution of 


our funds in Japan. In another first, AGF signed an agreement to manage 


we made decisive moves to 
expand our global platform and 
export AGF’s superior money 
management to foreign markets 


investments for a leading institutional client in Singapore. We expect this initial 
agreement will open new doors in the future. 

In the U.K., we raised our ownership stake in the high-net-worth investment 
company NCL (Securities) Limited to 40.3 per cent. At fiscal year end, assets 
under management by NCL were CDN$7.5 billion. 

Along with our established investment advisory presence in Dublin and 
Singapore, and the offices opened last year in Tokyo and Beijing, AGF continues 


to make important progress towards our global goals. 


We have reinvigorated our subsidiaries. This year we took bold steps 
to strengthen and reposition two important subsidiaries, AGF Trust Co. and 
AdminSource Inc. 

AGF Trust has been charged with a new vision to establish a closer strategic fit 
with the priorities and goals of AGF and to develop products and services that 
meet the needs of advisors and their clients. Within this new framework, AGF 
Trust’s most important achievement was the recent launch of our first RSP loan 
program for the 2002 RSP season. In addition, AGF Trust has broadened 
distribution of its Investment Loan Program across the country. 

At AdminSource, 2001 was the third consecutive year of strong revenue 
growth, with another record established for accounts and assets under 
administration. 

Subsequent to year end, AdminSource announced the acquisition of the fund 
valuation and recordkeeping businesses from TD Bank Financial Group, which 


doubled assets under administration to approximately $20 billion and the 


| DEAR FRIENDS AND FELLOW SHAREHOLDERS 


we will take advantage of 

the trend toward consolidation 
and seek out innovation and 
economies of scale | 
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number of clients to more than 70. This acquisition makes AdminSource the 
leading full-service, third-party administrative services provider to Canada’s 
investment industry. 

We have aggressively situated ourselves at the forefront of consolidation 
in this industry to benefit from the trend toward outsourcing all back-office 
administrative responsibilities. AdminSource is now able to offer clients the 
benefits of greater scale and value-added service in this area. 

During its second full year of operations, Investmaster (formerly 
AdminSource (UK) Ltd.), a company that develops and licenses customized 
investment industry software in the U.K., continued its rapid growth in that 
market. The company is well-positioned to accelerate this expansion as we 


move into new areas of the U.K. wealth management market. 


Good news for shareholders. Ina year when the Toronto Stock 
Exchange declined by 13.9 per cent, the AGF Class B non-voting shares gained 
0.8 per cent over the year. Over the last five years, AGF.B shares have returned 
38 per cent per year compounded. 

To reflect higher cash flow, we implemented a 20-per-cent dividend 
increase in June 2001, to six cents per share per quarter. 

At the beginning of the 2001 fiscal year, we strengthened the balance 
sheet of the company with an equity offering of 5.5 million Class B non-voting 
shares, which sold out in a swift 90 minutes. The net proceeds of $131.7 
million were used to retire debt incurred to finance the acquisition 


of Global Strategy. 


The forecast for the future. AGF has pursued a consistent and 
unwavering strategy to bring us gratifying success during the last six years. 
We intend to continue along this road. We will seek new Opportunities to grow 
our business at home while strengthening our global operations. We will take 
advantage of the trend towards consolidation in the industry and seek out 
innovation and economies of scale. We will build on momentum and potential 
to ensure our preeminent competitive position in both the Canadian and 
international arenas. 

In 2002, we expect the economy to recover, which will restore investor 
confidence and spark a resurgence in the sale of long-term funds. With our 
top-performing and broad-based product offerings, AGF is well-suited to 


benefit from this resurgence. 


Thank you. There are many people who contribute to AGF’s success. | want 
to thank our employees, the directors of the company and the directors of the 
funds for dedication to their work, for upholding our values, and for helping to 
make us a different kind of investment management company. 

| want to recognize all the investment advisors across Canada who 
allow us to participate in managing the savings and dreams of their clients. 
And | want to thank our shareholders for their confidence and support during 


this challenging year. 


After all, together we are building wonderful dreams. 


Blake C. Goldring, cFA 


President and Chief Executive Officer 
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active management delivers 
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Fund management ~ 
excellence Is the calling 
card for success at home 
and around the world. 


During this year of turbulent markets and investor 
uncertainty, AGF fund management enhanced its reputation 
for excellence in performance consistency and diversification. 
We demonstrated that active management ultimately prevails 
and delivers performance, thanks to the skill and discipline 

of our fund managers. 


As customers demand greater flexibility in products and 
services, we continue to anticipate and meet these needs. 
We have strengthened our offerings in the Harmony wrap 
program and Private Investment Management, while 
streamlining our lineup of mutual funds to maximize 
performance and efficiency. 


Through the troubled markets of 2001, AGF investment 
management has consistently proven that winners can 
shine even in the darkest times. 


core business 


Building on our broad distribution channels through 
banks, insurance companies, brokerage houses and 
independent financial planners, we continued to grow our 
customer base for investment management through new 
institutional mandates and the launch of the Goldrings 
family of offshore funds. Also in the global arena, AGF was 
chosen to manage a significant institutional account in 
Singapore that opens the door to new opportunities. 

We hit key milestones this year with a number of our 
funds. Morningstar ranked AGF Global Total Return Bond 
Fund first in Canada this year with an exceptional return of 
19.6 per cent. Portfolio manager Martin Hubbes, manager 
of AGF Canadian Stock Fund, outpaced the TSE 300 for 
the fifth straight year. AGF International Value Fund was 
Canada’s top-selling fund in 2001 and outperformed the 
MSCI by 12.2 per cent. 

At the Canadian Mutual Fund Awards, AGF 
International Value Fund picked up the award for Best 
International Equity Fund for the second year in a row, 
and AGF European Equity Class was honoured with the 
award for Best Regional Equity Fund. 

As stability returns to shaky markets, and investor 
confidence is strengthened, AGF stands to gain substantially. 
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What's sound portfolio 
management without 
sales and serviceto @ 
reinforce our relationships 
with customers? 


The strength of AGF doesn’t come simply from our products. 


It comes from sales and service relationships with all our clients 
and lends visibility and personality to the intangibility of 
all investment products. 


These relationships are built through reliability, accountability, 
speed and precision. And a healthy dose of knowledge 
and insight. 


An expanded sales team and e-business solutions enable us 
to fine-tune service and identify new customers and markets. 


In 2001, more than 30,000 investment advisors across Canada 
picked AGF as one of their top companies to help meet the 
needs of their own clients. These are relationships we nurture 
to help advisors — and us — keep our competitive edge. 


AGF ANNUAL REPORT 2001 


customers 


AGF again demonstrated sales leadership with record- 
breaking net sales of $2.6 billion and the fourth consecutive 
year that we surpassed the $2-billion mark. In a year of 
economic uncertainty and an investor flight to money 
market funds, AGF sales bucked this trend to lead the 
entire mutual fund industry in net sales of long-term 
funds. We also reduced redemptions of mutual funds by 
20 per cent from the previous year. With the integration 
of Global Strategy, we strengthened our sales team and 
distribution channels. We launched the AGF After-Work 
Planning Program to help advisors guide their clients- 
through life planning for retirement. 

Productivity improvements in client services yielded 
significant results in 2001 by meeting or exceeding service 
targets in key areas such as accuracy and productivity. The 
agf.com website has been strengthened with the addition of 
competitive e-business capabilities, which adds a new layer 
to the branded information on the site. As a result, the 
percentage of financial orders delivered to AGF electronically 
has increased to 70 per cent and, through automated 
account-inquiry access, successfully reduced client service 
calls by 20 per cent. AGF will reap new advantages as we 
implement a new client relationship management initiative 
that will give shape and strength to our goal to be a more 


customer-centric organization. 
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The AGF brand has 
passion. It has the power 
to delight the heart and 
intrigue the mind. 


You might not be able to see it, touch it or lock it in a safety 
deposit box, but it has value that gives AGF a resonant and 
unique competitive advantage. 


The expression of our brand in advertising, customer 
information and sponsorships shines in a world known more for 
drab convention than inventive communication with customers. 


Why does this matter? Advisors and investors have come to see 
AGF as a company that takes investing seriously but knows not 
to take itself too seriously. We know how to inject fun, humanity 
and understanding into planning for one of life’s most 
important milestones. 


Building the brand is a constant process that embraces 

every touchpoint of communication and mobilizes every one 
of our employees. It culminates in the experience of knowing 
AGF understands your investment needs and dreams better 
than anyone. 


AGF ANNUAL REPORT 2001 


connections 


For the first time, AGF'S 2001 advertising campaign 
captured the number one position in unaided top-of-mind 
advertising awareness among investment advisors, 
according to independent research conducted by Ascot 
Marketing. Our advertising and marketing was honoured 
with three Marquee Awards at the Canadian Mutual Fund 
Awards. AGF’s 2000 Annual Report picked up three 
international awards at the 2001 International ARC Awards 
in the categories of cover design, writing and financial 
services. We are reinforcing our brand identity company- 
wide through a relaunch of all client communications 
designed to connect with all our constituents. 

In 2001, AGF added the Calgary International Film 
Festival to its lineup of major sponsorships in Canada’s top 
film festivals in Montreal, Toronto and Vancouver, to give 
us a truly national presence. AGF continued to support 
key initiatives of World Wildlife Fund and the Toronto Zoo 
focused on preservation of the Sumatran tiger species. 

Moneyworld, the cutting-edge financial television 
show, is building our brand while generating revenue 
through advertising and licensing. This year, moneyworld 
signed a broadcast agreement with CNBC Asia — the 
first time the network has licensed external programming. 
Moneyworld is now broadcast in 30 countries from 
New Zealand to India to Canada. 
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The measure of a great 
leader is the skill to 
design sound strategy 
and stay the course 
when others falter. 


In a crowded market, we must see what others don’t and 
anticipate, not follow. This is how our business will thrive. 


Innovative products, customer-centric services and new 
global markets will pave the way to future growth. We 
continue to take steps in our pursuit of profitable growth 
and competitive advantage. 


The wealth continuum remains our broad product and service 
strategy. Our ultimate goal is to meet the investment needs of 
advisors and investors at all stages of their lives. 


Globally, we continue to map our way with AGF offices in 
Dublin, London, Singapore, Tokyo and Beijing. 


At home, we will benefit from transformations in the industry 
and deploy resources to be a truly global company with a 
Canadian home. 
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With the integration of Magna Vista and Global Strategy, we 
have reinforced our commitment to the wealth continuum. 
AGF Private Investment Management has the depth, 
breadth and national scope to serve the needs of advisors 
and their clients at the high net worth level. Our enhanced 
Harmony wrap program ensures those clients looking for a 
fee-based investment solution have their needs met. With 
both Private Investment Management and Harmony 
complementing our core mutual fund business, AGF is best- 
suited to provide investment solutions at any stage in life. 

In the global arena, AGF International Advisors Co. Ltd., 


based in Dublin, launched a suite of offshore funds for sale 
initially in Japan. The Goldrings family of funds consists of 
five funds across a broad cross-section of sectors and 
economies. We also extended our commitment to the 
Japanese market this year with an investment in 

Maruhachi Securities, a brokerage firm based in Nagoya, 
Japan. Our new presence in Japan attracted the attention of 
the Canadian Chamber of Commerce in Tokyo who named 
AGF Best New Company in Japan at the Canada-Japan 
Business Awards. The award recognizes outstanding 


achievement by companies and individuals in Canada- 
Japan ventures. During the year, we also increased our 
ownership stake to 40.3 per cent in U.K.-based high net 
worth company NCL (Securities) Limited. 


competition 


On the homefront, we have realigned and reenergized 
two of our subsidiaries, AGF Trust and AdminSource, to fuel 


growth and position us strategically for the future. 
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management's discussion 
and analysis of financia 
condition and results 

of operations 


AGF Management Limited (“AGF”) is one of Canada’s largest independent mutual fund and wealth 
management companies with operations on a global basis. In this Management's Discussion and 
Analysis (“MD & A”), AGF and its subsidiaries are collectively referred to as the “Corporation.” 

The Corporation’s principal business is managing a broad range of mutual funds, which are 
currently distributed through independent financial advisors and investment dealers under the 
brand names AGF and Harmony. The Corporation also offers private investment management, 
trust products, deposits and loans to individual investors, as well ‘as investment advisory and 
third-party administration services to institutional clients. 


Consolidated Operating Results 


Consolidated net income increased 70.7% to a record $163.8 million for the year ended 
November 30, 2001 as compared to $95.9 million a year ago. Fully diluted earnings per share 
were $1.77, an increase of 51.3% from the prior year. These results include the impact of the 
adoption of the new accounting standard for income taxes together with declining federal and 
provincial income tax rates as detailed later in this MD & A. 

The tables below highlight the Corporation’s quarterly results for the years ended November 30, 
2001 and 2000. 


(IN MILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


~ Year ended November 30, 2001 Qi | a2} Q3 | Q4 | Total | 
. ot be ewan il oa, AS seal fedealibeel bebe 
Revenue $ 162,5"  °$ 163.2) $ 163.2 $ 151:1 “$640.0 
Net income 62.2 57.6 25.9 18.1 163.8 


Cash flow from operations 
(before net change in non-cash 
balances related to operations) 76.3 75.8 71.5 60.8 284.4 


Per share amounts 


Earnings — basic $ 0.70 $ 0.65 $ 0.29 $ 0.20 $ 1.84 
— fully diluted $ 0.67 $ 0.63 $ 0.28 $ 0.19 Sarnle7 7; 
Cash flow from operations 
— basic $ 0.86 $ 0.85 $ 0.81 $ 0.68 $ 3.20 
— fully diluted $ 0.82 $ 0.82 $ 0.78 $ 0.65 $ 3.07 
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(IN MILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Year ended November 30, 2000 Q1 Q2 | Q3 | Qs | Total | 
pea este te erie d pe aetied (eacies ——— elles 

Revenue $ 111.3 $ 123.9 $ 128.3 $ 145.2 $- 508.7 
Net income 23.9 30.0 26.7 1523) 95.9 


Cash flow from operations 
(before net change in non-cash 
balances related to operations) 52.8 58.1 S725 47.0 215.4 


Per share amounts 


Earnings — basic $ 0.31 $ 0.38 $ 0.34 $ 0.20 $1223 
— fully diluted $ 0.29 $ 0.37 $ 0.33 $ 0.18 $ 1.17 
Cash flow from operations 
— basic $ 0.68 $ 0.74 $ 0.74 $ 0:59 $275 
— fully diluted $ 0.64 $ 0.71 $ 0.71 $ 0.56 $ 2.62 


The Corporation completed two significant acquisitions in the year ended November 30, 
2000. On November 20, 2000, the Corporation completed the acquisition of Global Strategy 
Holdings Inc. (“Global Strategy”), a mutual fund management company with $5.6 billion in 
assets under management on the date of acquisition, for a purchase price of $442.2 million. 
On August 29, 2000, the Corporation purchased AGF Private Investment Management Limited 
(formerly known as Magna Vista Capital Management Inc.) (“Magna Vista”), an investment 
management firm with $1.6 billion in assets under management on the date of acquisition, 
for $34.7 million. These financial results include the operations of Global Strategy and 
Magna Vista from their respective date of acquisition. In addition, in the fourth quarter of 
2000, the Corporation expensed a one-time pre-tax charge of $22.0 million in respect of 
Global Strategy integration costs. 

Effective December 1, 2000, the Corporation changed its method of accounting for income 
taxes from the deferral method to the liability method as required by Canadian accounting 
standards (Canadian Institute of Chartered Accountants’ (“CICA”) Handbook Section 3465). 
The change was applied retroactively and the financial statements for the prior periods have 
been restated. The adoption of Section 3465, together with declining federal and provincial 
income tax rates, impacted the Corporation’s net income as follows: 


(IN MILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Year ended November 30, 2001 Q1 [ Q2 Q3 oe Total | 
Increase in net income $ 34.7 $ 36.1 RS PAL $5.7. $ 79.2 
Increase in earnings 

per share - fully diluted $ 0.37 $ 0.39 $ 0.03 $ 0.07 $ 0.86 


(IN MILLIONS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Year ended November 30, 2000 Ql | Q2 [ ee Q4 | Total | 
Increase in net income $ 2e7. $ 5.0 $ 0.0 $ 0.3 $ 8.0 
Increase in earnings 

per share — fully diluted $ 0.03 $ 0.06 $ 0.00 $ 0.01 $ 0.10 


Wealth Management Operations 


Revenue 


Revenue of the wealth management operations comprised the following: 


(IN MILLIONS OF DOLLARS) 


Years ended November 30 2001 2000 

Amount % of Total Amount % of Total 
Net management and advisory fees $ 527.6 84.5 $ 420.4 84.7 
Administration fees and other revenue 65.6 10.5 47.4 9.6 
Deferred sales charges 30.0 4.8 25.9 5.2 
Investment income Les) 0.2 2.4 0.5 
Total $ 624.7 100.0 $ 496.1 100.0 


Net management and advisory fees 
Management and advisory fee revenue, net of distribution fees paid to limited partnerships and 
other third-party financing entities of $31.9 million ($21.4 million in 2000), increased 25.5% to 
$527.6 million in 2001 and accounted for 84.5% of the revenue of the wealth management 
operations. The amount of management and advisory fees is dependent on the level and compo- 
sition of assets under management. Under the management and investment advisory contracts 
between the Corporation and each of the mutual funds it manages, the Corporation is entitled 
to monthly fees based on a specified percentage of the average daily net asset value of the 
respective fund. 

The following table illustrates the composition of the changes in mutual fund assets during 
the past two fiscal years: 


(IN MILLIONS OF DOLLARS) 


Years ended November 30 2001 2000° 
a RENAE Rave SO en ae eee ——— = : = =F EE NI 
Mutual fund assets under 

management, beginning of year $ 26,979 $ 18,705 
Gross sales of mutual funds 5,896 5,398 
Redemption of mutual funds (3,259) __ (2,981) o 

Net mutual fund sales 2,637 2,417 
Market appreciation (depreciation) 

of fund portfolios (2,134) 1,891 
Mutual fund assets from 

Global Strategy acquisition =. : ar 3,966 : 
Mutual fund assets under 

management, end of year $ 27,482 $ 26,979 


* The 2000 amounts have been adjusted to exclude the Rothschild Select Funds (due to a change in the Corporation’s role in respect 
of these funds) and the Harmony Pools (due to a reclassification of fund industry statistics). These assets are now included as assets 


under management for high-net-worth and institutional clients. 
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Although mutual fund assets under management increased only 1.88% between November 30, 
2000 and 2001, the change in average mutual fund assets under management was more significant, 
increasing 23.4% from $22.2 billion in 2000 to $27.4 billion in 2001. 

During 2001, the Corporation streamlined its mutual fund product lineup by merging a 
number of Global Strategy funds with AGF funds which have similar investment objectives. As 
at November 30, 2001, the Corporation managed 66 mutual funds in Canada and had a 6.62% 
market share of the Canadian mutual fund industry, compared with 72 mutual funds and a 
6.59% market share a year ago. 

Gross mutual fund sales increased 9.23% to $5.90 billion in 2001, as compared to $5.40 bil- 
lion in 2000. With a well-diversified group of funds, the strong AGF brand, high-quality client 
service and above-median investment performance (based on three- and five-year rates of return 
as of November 30, 2001), the Corporation continued to attract more financial advisors to sell 
the AGF funds to investors. At approximately 11.9% of year-end mutual fund assets, the 
Corporation has one of the lowest redemption rates in the industry. 

Reflecting weak global economic conditions, world equity markets were volatile and declined 
on balance during fiscal 2001, despite a low interest rate environment. Market volatility was 
amplified by the September 11, 2001 tragic events, which dampened the Corporation’s 
management and advisory fee revenue in the fourth quarter of 2001. However, the impact 
of investor fear appears to have been short-lived as many equity markets have since recovered 
above their pre-September 11 levels. 

The Corporation’s equity mutual funds were not immune from the global market declines, 
and suffered an aggregate loss of $2.13 billion in assets under management from market depre- 
ciation during the year ended November 30, 2001. This loss contrasts with a $1.89 billion gain 
in assets from market appreciation in 2000. 

The composition of the Corporation’s mutual fund assets under management is summarized 
as follows: 


PERCENTAGE OF TOTAL ASSETS UNDER MANAGEMENT 


November 30 2001 2000 

Domestic equity funds 21.0% 21.6% 
U.S. and international equity funds 53.2% 51.5% 
Domestic balanced funds 12.4% 13.8% 
U.S. and international balanced funds 4.2% 4.4% 
Domestic fixed income funds 7.3% 6.9% 
International fixed income funds 1.9% 1.8% 


The change in the composition of assets in 2001 was largely due to strong net sales of U.S. 


and international equity funds relative to other types of funds. 


Administration fees and other revenue 
Administration fees and other revenue increased 38.5% to $65.6 million for the year ended 
November 30, 2001, from $47.4 million a year ago reflecting the Corporation’s success in 
positioning itself in the third-party administration and high-net-worth and institutional client 
markets. These revenues were generated from the following sources: 


PERCENTAGE OF TOTAL ADMINISTRATION FEES AND OTHER REVENUE 


Years ended November 30 


2001 | 2000 | 


Third-party administration 45.7% 42.8% 
Investment advisory fees 33.2% 27.9% 
Other revenue 21.1% 29.3% 


The Corporation’s third-party administration business continued to expand in 2001. In 
Canada, clients of this business segment, operated through AdminSource Inc., include some of 
the largest domestic financial institutions as well as international wealth management companies. 
With approximately $10 billion in assets under administration in more than 730,000 investor 
accounts as of November 30, 2001, AdminSource Inc. achieved a 44.7% increase in revenue in 
2001 despite a difficult year for the investment industry. 

During its second full year of operation, AdminSource (UK) Limited, a company engaged in 
the development and licensing of customized investment industry software in the United Kingdom, 
underwent a number of changes, including rebranding its services under the names of Investmaster 
and i2. These changes contributed to a 53.3% growth in revenue in 2001, as compared to the 
prior year. 

Investment advisory fees revenue increased 64.5% in 2001 as compared to 2000, as a result 
of growth in average assets managed for high-net-worth individuals and institutional clients. The 
change in such assets during the past two years is summarized as follows: 


Amount (in millions) | % ease 


Assets under management, 


November 30, 1999 $ 1,242 
Increase in assets during fiscal 2000 5,071 408.3% 
Assets under management, ae 7 we a. 

November 30, 2000 6,313 
Decrease in assets during fiscal 2001 (199) (3.2%) 
Assets under management, . ww ae 

November 30, 2001 $ 6,114 


The growth in assets in 2000 included assets in the Rothschild Select Funds (acquired as part 
of the Global Strategy acquisition) and assets managed by Magna Vista. The decrease in assets in 
2001 was largely attributable to the decline in equity markets. 

Other revenue included the Corporation’s share of the results of its 40.3% equity investment 
in NCL (Securities) Limited (“NCL”), a United Kingdom-based private client asset management 
and institutional fund management company with approximately $7.5 billion in assets under 
management as of November 30, 2001. During 2001, NCL incurred certain non-recurring 
expenses in connection with its acquisition of investment manager Panmure Gordon Investments 
Limited, which adversely impacted the financial performance of NCL. 
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Deferred Sales Charges 
Deferred sales charges increased 15.6% from $25.9 million for the year ended November 30, 
2000, to $30.0 million for the year ended November 30, 2001. The Corporation receives deferred 
sales charges upon redemption of securities sold on the contingent deferred sales charge 
(“DSC”) basis for which the Corporation financed the selling commissions paid to the dealer. The 
DSC schedule generally starts at 5.5% of the original subscription price of the funds purchased if 
the funds are redeemed within the first two years, and declines to zero after seven years. 


Expenses 


Selling, general and administrative 
Selling, general and administrative expenses (“SG & A”), net of unitholder servicing costs 
recovered from the mutual funds, increased by 21.2% to $115.3 million for the year ended 
November 30, 2001, as compared to 2000. The increase was attributable to higher costs 
incurred to grow the mutual fund business and to expand the private investment management 
and third-party administration operations. During the past two years, the Corporation has estab- 
lished a sales office in Calgary and a branch office in Tokyo, Japan. In addition, the Corporation 
maintained its spending to build strong brand awareness through media advertising and other 
marketing programs. 

During 2001, the Corporation successfully completed the integration and rationalization of 
the AGF and Global Strategy funds and incurred $1.3 million less than the $22.0 million integra- 
tion cost provision recorded in 2000. The significant cost savings realized from the integration, 
together with stringent cost control measures, reduced SG & A in respect of the mutual fund 
operations expressed as a percentage of average assets under management by three basis points 
for the year ended November 30, 2001, as compared to the prior year. 


Trailing commissions 
Trailing commissions paid to investment dealers increased 28.6% from $102.3 million in 2000 to 
$131.5 million in 2001 as a result of the growth in mutual fund assets under management and 
the higher equity component of those assets. Trailing commissions as a percentage of average 
mutual fund assets increased from 0.46% in 2000 to 0.48% in 2001. 


Investment advisory fees 
Investment advisory fees increased 37.1% from $35.3 million in 2000 to $48.4 million in 2001 
due to the growth in mutual fund assets advised by external investment advisors. Investment 
advisory fees as a percentage of average mutual fund assets rose to 0.18% in 2001 from 0.16% 
a year ago. 


Amortization of deferred selling commissions 
Amortization of deferred selling commissions increased by 29.5% to $101.4 million for the year 
ended November 30, 2001, from $78.3 for the year ended November 30, 2000. During 2001, 
approximately 63% of the Corporation’s mutual fund sales were sold on a DSC basis. Since 
December 1, 1997, the Corporation has internally financed $612.1 million of selling commissions. 
These selling commissions have been capitalized and amortized on a straight-line basis over a 
period that corresponds with the applicable DSC schedule. 

As at November 30, 2001, the unamortized balance of deferred selling commissions 
financed by the Corporation stood at $479.4 million, an increase of $84.8 million over the 
prior year. The contingent deferred sales charges that would be received by the Corporation 
if all of the DSC securities were redeemed were estimated to be approximately $629 million as 
at November 30, 2001. 


Amortization of management contracts, goodwill and capital assets 
Total amortization of management contracts and goodwill amounted to $50.5 million for the 
year ended November 30, 2001, as compared with $9.2 million a year ago. The increase reflects 
a full year of amortization of management contracts and goodwill resulting from the acquisitions 
of Global Strategy and Magna Vista. Furthermore, the adoption of CICA Handbook Section 3465 
generated additional amortization expenses of $13.3 million in 2001 and $2.4 million in 2000. 

Amortization of capital assets increased from $7.1 million in 2000 to $13.8 million in 2001 
as in recent years the Corporation has incurred the necessary capital spending to expand its 
facilities and implement information technology initiatives, including computer hardware 
upgrades and the replacement of older versions of software applications. 


Interest expense 
Interest expense increased from $3.5 million in 2000 to $15.5 million in 2001 as a result of the 
increase in bank loans and notes payable issued to finance the acquisitions of Global Strategy 
and Magna Vista. Except for the interest rate swap arrangements which fixed the interest rates 
on approximately $64 million (average in 2001) of the outstanding loan balance at 5.47% to 
5.56% per annum, interest rates on the bank loans were floating based on prevailing bankers’ 
acceptance rates. 


Writedown of short-term investments 
Short-term investments, including the seed capital for certain mutual funds launched by the 
Corporation, were recorded at the lower of cost and market value. As a result of the decline in 
equity markets, the Corporation recorded a loss of $2.7 million during the year ended November 
30, 2001, to reduce the carrying value of its short-term investments to their market value at 
November 30, 2001. 


Trust Company Operations 


The past year was one of great change at AGF Trust Company (the “Trust Company”) as a major 
reorganization of senior management took place in March 2001. Since then, the Trust Company 
has refocused and launched new initiatives that will significantly affect the Trust Company in 
coming years. One of these initiatives was the successful launch on December 3, 2001, of an 
RSP Loan program for AGF funds. 

Net income of the Trust Company for the year ended November 30, 2001, declined 18.7% 
to $1.3 million. Non-interest expenses increased substantially to $3.5 million, an increase of 
$1.5 million, largely as a result of one-time restructuring costs as well as additional salaries 
related to the new loan program. Net investment income increased by 23.3% to $4.4 million 
for the year due to strong asset growth. While the significant decline in interest rates during 
the year created pressure on margins, the Trust Company’s policy of matching interest rate 
maturities reduced the risk related to changes in interest rates. 

The real estate lending market remained strong with mortgage assets increasing by 
23.4% to $179.7 million of which 64.9% were insured. Net conventional non-accrual loans 
were $1.0 million or 0.56% of the mortgage portfolio. General allowances for mortgages 
were augmented by $140,000 and stood at $630,000 or 0.7% of risk-adjusted assets at 
November 30, 2001. 

The Trust Company continues to offer nationally an Investment Loan Program to independent 
financial advisors for their clients wishing to borrow in order to invest in AGF and third-party 
mutual funds. The program has been well received and investment loans outstanding have more 
than doubled to $23.9 million at November 30, 2001, from $11.6 million a year ago. 
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The Trust Company’s balance sheet and financial position remained sound. Total assets grew by 
36.0% to $243.6 million. This asset growth has resulted in a higher assets to capital multiple, 
which stood at 13.1 times at November 30, 2001, representing 87.3% of the Trust Company’s 
authorized multiple. In anticipation of future growth and higher asset levels, the Trust Company 
has increased its equity capital by $7.67 million subsequent to November 30, 2001. The Trust 
Company has also received permission from the Office of the Superintendent of Financial 
Institutions for an increase in the Trust Company’s authorized assets to capital multiple to 17.5 
times. Capital ratios were strong with the risk-based capital ratio at 20.7% at November 30, 
2001. Liquid assets were high at year end, ensuring that the Trust Company can easily honour 
all of its financial commitments. 


Income Taxes 


The Corporation recorded a net recovery of income taxes of $14.9 million for the year ended 
November 30, 2001, as compared to an income tax expense of $49.5 million in 2000. During. 
2001, in addition to the decline in statutory corporate tax rate from 44.0% to 42.0%, the reduc- 
tion in future federal and provincial income tax rates lowered future income taxes by $73.4 million 
and were reflected as credits to income tax expense for the year. 

As at November 30, 2001, the future income taxes liability stood at $266.8 million, as 
compared with $316.5 million as at November 30, 2000. Approximately 55% (46% in 2000) 
of the balance arose from the deduction for income tax purposes of the full amount of selling 
commissions paid in a year as compared with the amortization of such selling commissions for 
accounting purposes over six to eight years. The remaining future income tax liability balance 
related primarily to the impact of business combinations where the accounting values of the 
assets and liabilities acquired were different from their tax values. 


Liquidity and Capital Resources 


Cash generated from operating activities (before net change in non-cash balances related 
to operations) was $284.4 million for the year ended November 30, 2001, an increase of 
$68.9 million or 32.0% from 2000. 

During 2001, the Corporation issued a total of 6,237,133 Class B shares, including 
5,500,000 Class B shares sold to public investors on December 6, 2000, for $134.5 million 
in cash consideration. 

Strong operating cash flow, together with the cash raised from the issuance of Class B 
shares, allowed the Corporation in 2001 to: 


e — repay in full the $100.0 million bridge loan and $35.4 million of the fully amortizing term 
loan, both of which were drawn in 2000 from a Canadian chartered bank to finance the 
Global Strategy acquisition; 

e reduce the outstanding balance of the revolving term bank loan from $76.6 million as at 
November 30, 2000, to $18.8 million as at November 30, 2001; 

e make the required payments on various notes and instalment payable aggregating 
$16.0 million; 

e finance internally $186.2 million of selling commissions paid on the sales of DSC securities; 

e increase its ownership interest in NCL by 8.8% for total consideration of $11.2 million; 

e invest $24.2 million in computer hardware and other capital assets; 

e invest in Maruhachi Securities Company Limited, a brokerage firm located in Nagoya, 
Japan; and 


e pay quarterly dividends to shareholders totalling $19.6 million for the year. 
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The Corporation’s long-term debt to equity ratio improved significantly from 0.58 to 1 as at 
November 30, 2000, to 0.22 to 1 as at November 30, 2001. 

Consolidated cash and short-term investments amounted to $52.8 million as at November 30, 
2001, as compared with $107.1 million a year ago. In addition, the Corporation has a ten-year 
prime-rate-based revolving term loan facility to a maximum of $150.0 million, of which 
$131.2 million was undrawn as at November 30, 2001, and will be available to meet operational 
or investment needs. The Corporation anticipates that cash flow from Operations, together with 
the available loan facility, will be sufficient in the foreseeable future to implement its business 
plan, to finance selling commissions, to satisfy regulatory requirements, to service its debt 
repayment obligations, to meet capital spending needs and to pay quarterly dividends. 


Hedging Activities 
The Corporation has entered into three interest rate swap transactions which expire between 
October 28, 2007, and January 27, 2008. These swap transactions convert the floating interest 
rates paid by the Corporation on $59.1 million of its outstanding bank loans into fixed interest 
rates of 5.47% to 5.56% per annum. The Corporation would have had to pay approximately 
$2.4 million to the counter-party if these swap transactions were terminated at November 30, 2001. 
The Corporation has also entered into the following derivative contracts to hedge its 
foreign investments: 


° a foreign exchange forward contract to sell U.K. Pound Sterling 14,500,000 on April 17, 
2002, at an exchange rate of 2.2308 for Canadian $32,347,000; and 

® a cross Currency swap transaction expiring November 29, 2004, that involves the exchange 
of three-month bankers’ acceptance floating interest rates on Canadian $3,293,000 for a 
fixed interest rate of 0.67% per annum on Japanese yen 256,000,000. 


Outlook 


The Corporation sees both challenges and opportunities in 2002. Financial markets are expected 
to be volatile in the near term until there are clearer signs of economic recovery, especially in 
North America. Until the stock markets can establish sustained upward momentum, investors will 
likely favour short-term income or money market funds. However, later in 2002, as confidence in 
economic recovery builds, investors should gradually move back into long-term financial assets. 
These factors will impact mutual fund sales and the Corporation’s assets under management 
which, in turn, affect its revenue and earnings. 

The trend of industry consolidation is anticipated to continue as financial services companies 
look to achieve greater economies of scale or to access additional distribution channels. The 
Corporation believes it is well positioned to meet the challenges of a changing marketplace as it 
has embraced the concept of the wealth continuum and taken steps to provide the services and 
products to meet evolving investor preferences. At the same time, the Corporation will maintain 
its commitment to build the AGF brand, to keep stringent control over costs, to deliver solid fund 
performance and to provide a high level of client service. Lastly, the Corporation’s investments in 
Ireland, the U.K., Singapore and Japan are building the platform for future expansion in markets 
that are believed to have above average-growth potential. 
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Recent Accounting Pronouncements 


In December 2000, the CICA issued a new accounting standard for the calculation of earnings 
per share, effective for the Corporation’s fiscal year 2002. Under the new standard, the 
Corporation will be required to use the treasury stock method to compute the dilutive effects of 
stock options and similar instruments as opposed to the currently used imputed earnings 
approach. The impact of this change on the Corporation’s fully diluted earnings and cash flow 
from operations per share is not expected to be significant. 

In August 2001, the CICA issued a new accounting standard for business combinations, 
including the accounting treatment of goodwill and other intangible assets. Under the new 
standard, which is effective for the Corporation’s fiscal year 2003 unless adopted earlier, goodwill 
and indefinite useful life intangible assets will no longer be amortized. Instead, the new account- 
ing standard requires goodwill and intangible assets to be subject to an annual impairment test, 
with an initial impairment review required within six months of adoption. The Corporation has 
not finalized a decision on whether to adopt the new standard in fiscal year 2002. Amortization 
of goodwill and management contracts amounted to $8.7 million and $41.8 million, respectively, 
in 2001. 

In November 2001, the CICA issued a new guideline on hedging relationships and a new 
accounting standard for stock-based compensation, both of which apply to the Corporation in 
its fiscal year 2003. The hedging guideline establishes a new standard for the application of hedge 
accounting and requires the discontinuance of hedge accounting if specified conditions are not 
met at the time the guideline is first applied. The impact of the Corporation implementing this 
guideline depends on the nature and fair value of any non-qualifying hedging relationships. 

The new standard for stock-based compensation requires the use of a fair value-based method 
to account for certain stock-based compensation arrangements. However, stock options granted 
by the Corporation to employees are not required under the new standard to be accounted for 
using the fair value-based method. Therefore, the Corporation does not expect that there will 
be any change to its accounting policies for these options. 


Forward Looking Statements 


The preceding MD & A contains certain “forward-looking” statements that are made based on 
management's judgement and expectations but are inherently subject to risks and uncertainties 
beyond the Corporation’s control. These risks and uncertainties include economic conditions, 
market fluctuations, interest rate and foreign exchange movements, political events, regulatory 
change and competitive developments. Actual results may differ materially from those anticipated 
in the forward-looking statements. 


rules we follow. 


values we preserve. 


Governing Bodies 


The Corporation and its operating subsidiaries are each registered with one or more of various 


regulatory authorities. The primary governance obligation of the Corporation and these sub- 


sidiaries is to abide by the spirit and the letter of the regulations and rules formulated by these 


authorities, which range from specific rules and regulations to strong statements of general 


principles based on a commitment to ethical behavior. These regulatory authorities include: 


All directors, officers and employees of the Corporation and its subsidiaries are subject to a Code 


Provincial Securities Commissions; 

The Toronto Stock Exchange; 

Investment Dealers Association of Canada; 

The Office of the Superintendent of Financial Institutions; 
The Securities and Exchange Commission (Washington D.C.); 
Central Bank of Ireland; and 

Monetary Authority of Singapore. 


Code of Ethics 


of Ethics that outlines the standards by which they must conduct themselves in their business 


dealings. Compliance with the Code is a matter of utmost importance and a breach of any of its 


provisions is grounds for a warning, revision of responsibilities, suspension or dismissal with or 


without notice, depending on the particular circumstances. The Code sets out specific rules dealing 
with conflicts of interest, confidential information, insider trading, personal trading by investment 


managers and others with access to information used in making investment decisions, and a 


variety of other matters. From time to time, as appropriate, the Code is supplemented by 
memoranda delivered to directors, officers and employees clarifying or expanding provisions 
of the Code. 
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The Boards of Directors 


1. Descriptions and Mandate of the Boards 
The Corporation’s Board has responsibility for the stewardship of the Corporation and discharges 
that responsibility by providing advice and direction with respect to the business plans of the 
Corporation and monitoring the operations of its subsidiaries. The Boards of the various sub- 
sidiaries are responsible for reviewing and monitoring the strategic plans of those businesses. 
In carrying out its responsibilities, the Corporation’s Board appoints the Chief Executive Officer 
and meets with senior executives on a regular basis to receive and consider reports on the affairs 
of the Corporation. The Board expects these reports to be comprehensive, accurate and timely. 
In addition to approving specific corporate actions, the Board receives and approves annual and 
interim reports to shareholders, including annual and interim financial statements. 

2. Membership on the Boards 
The majority of the members of the Boards of the Corporation and AGF Trust Company are 
unrelated to the Corporation and its subsidiaries, meaning they are free from any interest and 
any business or other relationship that could reasonably be perceived to materially interfere with 
their ability to act with a view to the best interest of the Corporation, other than interest arising 
from shareholding. These directors are Douglas Derry, Stuart E. Eagles, Walter A. Keyser, David 
King and William Morneau. In the year ended November 30, 2001, the Corporation’s Board met 
eight times. 

3. Boards of the Mutual Funds 
The Mutual Fund Boards are completely distinct and independent from the Boards of the 
Corporation and its subsidiaries (apart from two overlapping representatives). These Fund Boards 
represent the shareholders and unitholders of the Funds. The directors of the Funds that are 
corporations are elected by shareholders and have the legal responsibility for functions, such 
as approving the appointment of investment managers. The Chairman of these Boards is 
Mr. John B. Newman, an independent director. 

There is presently no legal requirement that mutual fund trusts have a board of governors. 
As early as the 1980s however, the Corporation recognized the interest of unitholders in having 
an independent board to provide advice to the trust funds. For this reason, the directors of the 
corporate Funds are appointed as governors of these funds. 


4. Board Representation and Independence from Management 
Mr. C. Warren Goldring, the Corporation’s Chairman, owns, directly or indirectly, 80% of the 
outstanding Class A voting common shares of the Corporation and is therefore a “significant 
shareholder”. Mr. W. Robert Farquharson, the Corporation’s Vice-Chairman and Chief Investment 
Officer, owns, directly or indirectly the remaining 20% of the Class A voting common shares and 
each also owns a significant number of Class B non-voting shares. Messrs. Goldring and 
Farquharson both serve on the Corporation’s Board as management representatives along with 
Mr. Blake C. Goldring, Chief Executive Officer of the Corporation. All of the other members of 
the Corporation’s Board are “independent” directors in that they are free from any interest in or 
relationship with (other than the membership of certain of these directors on the boards of 
directors of other companies controlled directly or indirectly by Mr. Goldring) the Corporation’s 
significant shareholder or any affiliate of the significant shareholder. 

5. Committees of the Corporation's Board 
The independent directors who serve as Chairman of the Board’s committees are responsible for 
directing the meetings of the committee when matters related to the responsibilities of these 
committees are discussed. The Corporation’s Board has three committees, all of which are com- 
posed predominantly of unrelated directors: the Audit Committee, the Corporate Governance 
Committee and the Compensation Committee. 


The Audit Committee 
The Audit Committee is responsible for conducting such review and inquiry of management and 
the internal and external auditors as it deems necessary towards establishing that the Corporation 
and its subsidiaries are applying appropriate systems of internal controls, which fulfill legislative 
and regulatory requirements. Internal controls are reviewed and evaluated by the Corporation’s 
internal auditors. The Audit Committee reviews and makes a report to the Board before the 
approval of the annual and interim financial statements. During the year ended November 30, 
2001, the Audit Committee met four times. 


The Corporate Governance Committee 
The Corporate Governance Committee is responsible for developing the Corporation’s approach 
to governance issues, including its response to governance guidelines. The Corporate Governance 
Committee reviews annually and makes recommendations to the Board on all matters relating to 
corporate governance. During the year ending November 30, 2001, the Corporate Governance 


Committee met twice. 


The Compensation Committee 
The Compensation Committee is responsible for reviewing the compensation and benefits 
accorded to senior officers, as well as to review processes and policies for establishing 
compensation and benefit levels, including the granting of stock options. During the year 
ending November 30, 2001, the Compensation Committee met twice. 
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6. Orientation and Education 
The Corporation has established a system of orientation and ongoing education for its directors. 
As part of this program, the Corporation provides directors with updates on the mutual fund and 
financial services industries, briefings on industry practices relating to corporate governance and 
other relevant issues. 

7. Shareholder Communication 
The Corporation believes that shareholder communication and feedback are essential. This belief 
is based on the stake shareholders have in the Corporation’s business, and the importance to 
shareholders of ensuring that trading prices and volumes of the Corporation’s Class B non-voting 
shares are not adversely affected by a lack of information in the marketplace. Shareholder 
inquiries are promptly responded to by the Corporate Secretary or another senior officer of 
the Corporation. 


AUDITORS’ REPORT 


JANUARY 18, 2002 


Auditors’ Report 


To the Shareholders of AGF Management Limited: 


We have audited the consolidated balance sheets of AGF Management Limited as at November 
30, 2001 and 2000, and the consolidated statements of income, retained earnings and cash flow 
for the years then ended. These financial statements are the responsibility of the Corporation’s 
management. Our responsibility is to express an opinion on these financial statements based 

on our audits. 

We conducted our audits in accordance with Canadian generally accepted auditing standards. 
Those standards require that we plan and perform an audit to obtain reasonable assurance 
whether the financial statements are free of material misstatement. An audit includes examining, 
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An 
audit also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 

In our opinion, these consolidated financial statements present fairly, in all material respects, 
the financial position of the Corporation as at November 30, 2001 and 2000, and the results of 
its operations and its cash flow for the years then ended in accordance with Canadian generally 
accepted accounting principles. 


Syn A Lou Geo pes Lf 


Chartered Accountants 
Toronto, Canada 
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Consolidated Balance Sheets 
(IN THOUSANDS OF DOLLARS) 


November 30 


2000 


ASSETS 
Wealth Management Operations 
Current assets 


28 


(RESTATED-NOTE 3) 


Cash and term deposits $ 1,445 $ 49,422 
Short-term investments 22,021 45,454 
_ Accounts receivable and prepaid expenses 56,042 32,351 
79,508 127,227 
Investment in associated company (note 6) 27,435 18,308 
Other investments 8,811 766 
Management contracts, net of accumulated 
amortization of $69,443 (2000 — $27,654) 555,739 597,528 
Deferred selling commissions, net of accumulated 
amortization of $339,698 (2000 — $238,329) 479,409 394,620 
Capital assets (note 10) 37,617 27,653 
Goodwill, net of accumulated 
amortization of $13,387 (2000 — $4,676) 114,260 122,971 
7 1,302,779 1,289,073 
Trust Company Operations 
Cash and term deposits 29,355 12,221 
Accounts receivable and other assets 5,569 3,345 
Investments 4,843 6,088 
Mortgages and consumer loans ' 203,544 157,150 
243,311 178,804 
$ 1,546,090 $ 1,467,877 


Consolidated Balance Sheets 
(IN THOUSANDS OF DOLLARS) 


November 30 2001 | 2000 it 


(RESTATED-NOTE 3) 


LIABILITIES 
Wealth Management Operations 


Current liabilities 


Accounts payable and accrued liabilities $ 62,296 $ 67,340 
Long-term debt due within one year (note 14) 48,896 148,896 
Income taxes payable 7,762 8,823 
; : 118,954 ; 225,059 
Long-term debt (note 14) 165,481 278,051 
Participation units (note 15) 6,157 6,157 
Future income taxes (note 9 (c)) 266,834 316,541 
Non-controlling interest in subsidiary 83 564 
; ae 557,509 ; 826,372 


Trust Company Operations 


Accounts payable and accrued liabilities 5,428 4,426 
Deposits 218,446 156,988 
223,874 161,414 


SHAREHOLDERS’ EQUITY 


Capital stock (note 7) 361,401 221,107 
Retained earnings 402,964 258,838 
Foreign currency translation adjustment 342 146 
a ca aan 764,707 ower S 480,091 

a $ 1,546,090 $ 1,467,877 


Se 


Approved by the Board: 


oA wPsemiyee 
Cusfoldrrey d/ (i ae 
ry 


C. Warren Goldring Douglas L. Der 
Director Director 
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Consolidated Statements of Income 
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Years ended November 30 2001 2000 
(RESTATED-NOTE 3) 
Revenue 
Wealth Management Operations 
Net management and advisory fees $ 527,567 $ 420,353 
Administration fees and other revenue 65,616 47,393 
Deferred sales charges 30,000 25,950 
Investment income 1,480 2,411 
> = * ic 624,663 496,107 
Trust Company interest, dividends and administration fees 15,331 12,574 
- * inaiesin Dal -_ 639,994 508,681 
Expenses 
Wealth Management Operations 
Selling, general and administrative 115,316 95,146 
Trailing commissions 131,468 102,251 
Investment advisory fees 48,395 35,310 
Amortization of deferred selling commissions 101,369 78,285 
Integration costs (note 4) (1,334) 22,000 
Amortization of management contracts 41,789 7,251 
Amortization of goodwill 8,711 1,945 
Amortization of capital assets 13,776 7,146 
Interest expense 15,462 3,468 
Writedown of short-term investments 2,747 — 
: 477,699 352,802 
Trust Company Operations 
Interest on deposits 9,652 7,840 
General and administrative 4,237 2,603 
: aw — 13,889 10,443 __ 
= s = a 491,588 363,245 
Income before income taxes and non-controlling interest 148,406 145,436 
Income taxes (note 9) 
Current 32,968 23,239 
Future (47,835) 26,302 
aye ; : (14,867) 49,541 
Net income before non-controlling interest 163,273 95,895 
Non-controlling interest share of loss of subsidiary 481 36 
Net income for the year $ 163,754 $ 95,931 
Earnings per share (note 7 (f)) 
Basic $ 1.84 $ 1.23 
Fully diluted $ 1.77 $ 1.17 


Consolidated Statements of Retained Earnings 
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Years ended November 30 2001 | 2000 
(RESTATED-NOTE 3) 
Retained earnings, beginning of year $ 258,838 $ 184,579 
Net income for the year 163,754 95,931 
422,592 280,510 
Deduct: 
Dividends on Class A and Class B shares 19,577 14,092 
(22¢ per share; 2000 - 18¢ per share) 

Excess paid over average issue price of Class B shares 
purchased for cancellation 51 7,580 
19,628 21,672 
Retained earnings, end of year $ 402,964 $ 258,838 


re 
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Consolidated Statements of Cash Flow 
(IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 


Years ended November 30 2001 


2000 


Operating activities 


(RESTATED-NOTE 3) 


Net income for the year $ 163,754 $ 95,931 
Items not affecting cash 
Amortization of deferred selling commissions 101,369 78,285 
Future income taxes (47,835) 26,302 
Amortization of management contracts 41,789 7,251 
Amortization of goodwill : 8,711 1,945 
Amortization of capital assets 13,776 7,146 
Other 2,806 (1,426) 
284,370 215,434 
Net (increase) decrease in non-cash 
balances related to operations (30,978) 19,722 
a. 253,392 235,156 
Financing activities 
Net change in Class B shares 134,472 (2,272) 
Dividends (19,577) (14,092) 
Increase (decrease) in bank loan (193,200) 282,600 
Decrease in notes and instalment payable (15,992) (249) 
Issue of common shares by subsidiary — 600 
Increase in Trust Company deposits 61,458 20,211 
(32,839) 286,798 
Investing activities 
Deferred selling commissions paid (186,158) (164,485) 
Acquisition of subsidiary net of 
cash acquired (notes 4 and 5) = (279,759) 
Investment in associated company (note 6) (11,237) — 
Purchase of capital assets (24,240) (19,398) 
Sale (purchase) of investments (8,045) 1,836 
Sale of investments — Trust Company Operations 1,245 290 
Increase in Trust Company mortgages 
and consumer loans (46,394) (25,397) 
: ; (274,829) (486,913) 
Increase (decrease) in cash and 
cash equivalents during the year (54,276) 35,041 
Balance of cash and cash equivalents, beginning of year 107,097 72,056 
Balance of cash and cash equivalents, end of year a nie 52,821 $ 107,097 
Represented by: 
Cash and term deposits 
Wealth Management Operations $ 1,445 $ 49,422 
Trust Company Operations 29,355 12,221 
Short-term investments 22,021 45,454 
- 7 <i Vong ae oe ss 52,821 $ 107,097 
Cash flow from operations per share 
(before net change in non-cash balances related 
to operations — note 7 (f)) 
Basic $ 3.20 $ 727 fe) 
Fully diluted $ 3.07 $ 2.62 


notes to consolidated 
financial statements 


FOR THE YEARS ENDED NOVEMBER 30, 2001 AND 2000 (IN DOLLARS, EXCEPT AS OTHERWISE STATED) 


Description of business 

AGF Management Limited (“AGF”) is incorporated under the Business Corporations Act 
(Ontario). AGF is an integrated, globally focused wealth management corporation whose 
principal subsidiaries provide mutual fund management and distribution, private investment 
management for high-net-worth clients, trust products and services (including mortgage and 
investment lending and deposit-taking activities), investment advisory services and third-party 
fund administration services for individual and institutional clients. AGF conducts the manage- 
ment and distribution of mutual funds in Canada under the brand names AGF and Harmony 
(collectively, the “AGF Funds”). 

1. Significant accounting policies 

The financial statements have been prepared in accordance with accounting principles 
generally accepted in Canada. Certain comparative amounts have been reclassified to 
conform with the current year’s presentation. 


Consolidation 
The consolidated financial statements include the accounts of AGF and all of its directly 
and indirectly owned subsidiaries and partnership (collectively referred to as the 
“Corporation”). The principal entities of AGF are: 


AGF Funds Inc. 

AGF International Advisors Company Limited 
AGF Asset Management Asia Ltd. 

AGF Private Investment Management Limited (“AGF PIM”) 
AGF Trust Company (“Trust Company”) 

AGF Securities (Canada) Limited 

AGF Securities, Inc. 

AGF Limited Partnership 1998 

AdminSource Inc. 

AdminSource (UK) Limited 

AGF International Company Limited 

20/20 Financial Corporation (“20/20 Financial”) 
Global Strategy Holdings Inc. (“Global Strategy”) 
Global Strategy Securities Inc. 


moneyworld Media Inc. 
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Revenue recognition 

Management and advisory fees are based on the net asset value of funds under 
management and are recognized on an accrual basis. These fees are shown net of 
management fee rebates and distribution fee payments to third-party selling 
commission financing entities. 

Administration fees and other revenue are recognized on an accrual basis when the 
services are performed. 

Deferred sales charge (“DSC”) revenue is received from investors when mutual fund 
securities sold on a DSC basis are redeemed. DSC revenue is recognized on the trade 
date of redemption of the applicable mutual fund securities. 


Income taxes 
The Corporation uses the liability method of accounting for income taxes. Under this 
method, future income tax assets and liabilities are determined based on differences 
between the financial reporting and tax bases of assets and liabilities. These differences 
are remeasured at each period end using the substantively enacted tax rates and laws 
that are expected to be in effect in the periods in which the future income tax assets 
or liabilities are expected to be realized or settled. 


Foreign currency translation 
Assets and liabilities of foreign subsidiaries are translated into Canadian dollars at the 
rates of exchange in effect at year end. Revenue and expenses of foreign subsidiaries are 
translated into Canadian dollars at average rates of exchange during the year. 

Investments in foreign associated companies and any related debt and foreign 

exchange forward contracts are translated into Canadian dollars at the rates of exchange 
in effect at year end. Unrealized translation gains and losses are reported in a separate 
component of shareholders’ equity as a foreign currency translation adjustment. 


Investments 
Short-term investments are carried at the lower of cost and market value. Long-term 
investments are carried at cost and are only written down on indication of permanent 
impairment in the carrying value. 


Management contracts and goodwill 
The purchase price of acquisitions accounted for under the purchase method and the 
purchase price of investments accounted for under the equity method are allocated 
based on the fair values of the net identifiable assets acquired, including management 
contracts. The excess of the purchase price over the values of such assets is recorded 
as goodwill. 

The value assigned to management contracts is amortized on a straight-line basis 
over 15 years. Goodwill relating to Wealth Management Operations is amortized on a 
straight-line basis over 15 years. The carrying values of management contracts and 
goodwill are regularly assessed by management's review of the expected cash flows 
of the assets acquired as well as the related risks. 


Deferred selling commissions 
Selling commissions paid on mutual fund securities sold on a DSC basis are recorded at 
cost and are amortized on a straight-line basis over a period, which corresponds with 
the applicable DSC schedule (which ranges from six to eight years). Unamortized 
deferred selling commissions are written down to the extent that the carrying value 
exceeds the expected future revenue. 
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Capital assets 
Capital assets, which are comprised of furniture and equipment, computer hardware, 
computer software, leasehold improvements, television production and program rights 
are stated at cost, net of accumulated amortization. Amortization is computed on the 
following methods based on the estimated useful lives of the assets: 


Furniture and equipment 20% declining balance 

Computer hardware 30% declining balance 

Computer software straight-line over three years 
Leasehold improvements straight-line over term of related lease 
Television production straight-line over two years 

Program rights straight-line over five years 


Mortgages and consumer loans and allowances 
Mortgage loans are carried at amortized cost less principal repayments, less any 
holdbacks, net of an allowance for mortgage losses. Interest income from mortgages is 
recorded on an accrual basis. Accrued but uncollected interest on uninsured mortgages 
is reversed when loans are placed on a non-accrual basis. Loans are classified as non- 
accrual when, in the opinion of management, there is reasonable doubt as to the 
collectibility, either in whole or in part, of interest or principal or when principal or 
interest is past due 90 days, except where the loan is both well-secured and in the 
process of collection. In any event, a loan that is insured by the Federal Government or 
an agency thereof, is classified as non-accrual when principal or interest is past due 
365 days, or in the case of other mortgage loans, when they are contractually in arrears 
for 180 days. Thereafter, interest income is recognized on a cash basis only after specific 
provision for losses has been recovered and provided there is no further doubt as to 
the collectibility of the principal. 

Consumer loans are carried at amortized cost less principal repayments, net of 
allowance for consumer loan losses. Interest income from consumer loans is recorded 
on an accrual basis. 

The allowance for mortgage and consumer loan losses consists of both specific and 
general provisions. Specific provisions relate to individual loans that, in the opinion of 
management, are necessary to reflect the estimated realizable value of the particular 
loan. General provisions are based on management's assessment of probable, unidentified 
losses in the portfolio that have not been captured in the determination of the specific 
provisions. The assessment includes general economic factors and geographic exposure. 


Stock option plans 
Stock option plans are described in note 7(e). No compensation expense is recognized 
when stock options are granted or exercised. Consideration paid by employees on 
exercise of stock options is credited to capital stock. 


Use of estimates 
In preparing these financial statements, management must make certain estimates 
and assumptions that affect the reported amounts of assets and liabilities, income and 
expenses and the related disclosures. Actual results may be different from those estimates. 
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2: 


Future accounting policy changes 


Goodwill and other intangible assets 


The Canadian Institute of Chartered Accountants (“CICA”) issued a new accounting 
standard for goodwill and other intangible assets, which is effective for the Corporation’s 
fiscal year 2003 with earlier adoption permitted. Under this new standard, goodwill will 
no longer be amortized but will be subject to an annual impairment test to identify any 
potential goodwill impairment. A goodwill impairment loss will be recognized if the fair 
value of the goodwill of a reporting unit is less than its carrying amount. The new 
accounting standard also requires that intangible assets with indefinite useful lives no 
longer be amortized, but be subject to an annual impairment test comparing fair values 
to carrying amounts. 

The rules allow for early adoption of this new accounting standard effective for the 
Corporation’s fiscal year 2002 without restatement of prior periods. An initial goodwill 
impairment review is required within six months of adoption. If any potential impair- 
ment is indicated, then it should be quantified based upon the fair value of the assets 
and liabilities of the reporting unit and, if necessary, recognized by the end of fiscal year 
2002 as a charge to opening retained earnings. The Corporation has not yet finalized a 
decision on early adoption of this new accounting standard. Goodwill and management 
contract amortization expensed in the Corporation’s fiscal year 2001 was $50.5 million. 
In addition, amortization of goodwill and other intangible assets expensed in fiscal year 
2001 relating to an investment in an associated company accounted for by the equity 
method amounted to $1.0 million. 


Earnings per share 


3. 


In December 2000, the CICA issued a revised Handbook Section 3500, Earnings Per 
Share (EPS), which changed the measurement and reporting of EPS effective for fiscal 
years beginning on or after January 1, 2001. The revised Handbook section requires the 
presentation of both basic and diluted EPS on the face of the income statement regard- 
less of the materiality of the difference between them. In addition, the Corporation will 
be required to use the treasury stock method to compute the dilutive effect of options, 
as opposed to the imputed earnings approach which is used currently. 


Change in accounting policy 


Effective December 1, 2000, the Corporation adopted Section 3465 “Accounting for Income 


Taxes” of the Canadian Institute of Chartered Accountants’ Handbook, and changed its 


method of accounting for income taxes from the deferral method to the liability method. 


The requirements of Section 3465 were applied retroactively and financial statements for the 


prior periods have been restated. 


The impacts of adopting Section 3465 on the consolidated balance sheets and statements of 
income were as follows: 


(IN THOUSANDS OF DOLLARS) 


November 30 2001 2000 | 
Changes in consolidated balance sheets 
Goodwill $ 113,163 $ 121,743 
Management contracts 63,120 67,845 
Total assets $ 176,283 $ 189,588 
Future income taxes $ 88,992 $ 181,545 
Retained earnings 87,291 8,043 
Total liabilities and shareholders’ equity $ 176,283 $ 189,588 
Years ended November 30 2001 2000 


Changes in consolidated statements of income 


Amortization of goodwill $ 8,580 $ 1,650 
Amortization of management contracts 4,725 753 
Future income tax expense (92,553) (10,446) 
; Net income for the year fhe ie rs ; 79,248 5 $ 8,043 % 


a 


Changes in earnings per share 
Basic $ 0.89 $ 0.11 
Fully diluted $ 0.86 $ 0.10 


4. Acquisition of Global Strategy Holdings Inc. 
On November 20, 2000, AGF acquired all of the outstanding common shares of Global 
Strategy Holdings Inc. for consideration of $442.2 million, including acquisition costs. Global 
Strategy is a Canadian investment management company with $5.6 billion in assets under 
management in 27 mutual funds as of the date of acquisition. The acquisition is being 
accounted for by the purchase method of accounting with the results of Global Strategy 
included in the consolidated financial statements from the date of purchase. The value 
attributed to management contracts as a result of the acquisition is being amortized on a 
straight-line basis over 15 years. 

The fair value of the net assets acquired and consideration paid are summarized 


as follows: 
(000’s) 
Net assets acquired 
Cash and short-term investments $ 40,751 
Management contracts 444,934 
Other assets 11,971 
Liabilities VAs (55,435) 
$ 442,221 
Consideration paid 
Cash $ 312,846 
Notes payable (see note 14(b)) 19,875 
4,222,908 Class B shares issued a 109,500 es 
$ 442,221 
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During 2000 and 2001, the Corporation integrated and rationalized the management, 
distribution and administration of the AGF and Global Strategy funds. The process resulted 
in one-time charges including severance, transfer agency integration and fund reorganization 
costs, aggregating to $20.7 million before income taxes. 


5. Acquisition of AGF Private Investment Management Limited 
On August 29, 2000, AGF acquired all of the outstanding shares of Magna Vista Capital 
Management Inc., subsequently renamed AGF Private Investment Management Limited, 
(PIM) for consideration of $34.7 million, including acquisition costs. AGF PIM, which is 
based in Montreal, provides private investment management for high-net-worth clients. The 
acquisition is being accounted for by the purchase method of accounting with the results of 
AGF PIM included in the consolidated financial statements from the date of purchase. The 
value attributed to management contracts as a result of the acquisition is being amortized 
on a straight-line basis over 15-years. 

The fair value of the net assets acquired and consideration paid are summarized 


as follows: 


(000’s) | 
Net assets acquired 
Cash and term deposits $ 3,135 
Management contracts 34,018 
Other assets 1,215 
Liabilities (3,693) 
: $ 34,675 
Consideration paid 
Cash $ 10,799 
Instalments payable (see note 14(d)) 17,054 
305,412 Class B shares issued 6,822 
; é $ 34,675 


6. Investment in associated company 

During the year, the Corporation increased its ownership interest in NCL (Securities) Limited 
(“NCL”) by 8.8% through two separate purchases of shares to hold a 40.3% interest as at 
November 30, 2001. NCL, which is based in the United Kingdom, provides private client 
asset management and institutional fund management and advisory services to a broad 
range of clients. The investment is being accounted for by the equity method. The purchase 
price allocation and consideration paid for the additional interest are summarized as follows: 


(000’s) 

Net assets acquired 
Net tangible assets $ 6,718 
Goodwill 4,519 
$ 11,237 

Consideration paid 
Cash $ H1p237. 


7. Capital stock 
(a) Authorized capital 
The authorized capital of AGF consists of an unlimited number of Class B non-voting 
shares (“Class B shares”) and an unlimited number of Class A voting common shares 
(“Class A shares”). The Class B shares are listed for trading on The Toronto Stock 
Exchange. The issued and outstanding Class B and Class A shares were subdivided on 
a two-for-one basis on August 29, 2000. All number of shares and per share amounts 
have been restated to give effect to the share subdivision. 
(b) Equity offering of Class B shares 
On December 6, 2000, AGF issued 5,500,000 Class B shares at $25.00 per share. The 
net cash proceeds amounting to $131.7 million (gross proceeds of $137.5 million less 
share issue costs of $5.8 million) were used to fully repay the bank bridge loan and 
partially repay the revolving term loan (see note 14). 
(c) Movement during the year 
The movement in capital stock during 2000 and 2001 is summarized as follows: 
rs ; : _ Number of shares issued Amount (000’s) | 
Class B shares 
Balance, November 30, 1999 77,986,986 $ 99,477 
Issued on acquisition of subsidiaries 4,528,320 116,322 
Issued through dividend reinvestment plan 1,718 28 
Stock options exercised 1,190,230 6,127 
Purchased for cancellation ; (660,800) (847) 
Balance, November 30, 2000 83,046,454 221,107 
Issued on equity offering 5,500,000 134,103 
Issued on repayment of instalment 123,460 3,411 
Issued through dividend reinvestment plan 1,491 37 
Stock options exercised 612,182 2,756 
Purchased for cancellation (3,000) : (13) 
Balance, November 30, 2001 89,280,587 361,401 
Class A shares 
Balance, November 30, 2001, 2000 and 1999 57,600 a 
Total stated capital $ 361,401 
(d) Class B shares purchased for cancellation 
AGF has obtained applicable regulatory approval to purchase for cancellation, from time 
to time, certain of its Class B shares through the facilities of The Toronto Stock Exchange. 
Present approval for such purchases extends through to February 2002. It is the Corporation’s 
intention to file for a one-year extension of the regulatory approval to purchase Class B 
shares for cancellation. 
(e) Stock option plans 


AGF has established stock option plans for senior employees under which stock options to 
purchase an aggregate maximum of 5,678,764 Class B shares could have been granted as 
at November 30, 2001. Stock options are vested to the extent of 25% to 33% of the 


individual’s entitlement per annum. 
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The movement in stock options during the year ended November 30, 2001, is 
summarized as follows: 


Number of Weighted average 
options exercise price 

Class B share options 
Balance outstanding, November 30, 2000 4,241,340 $ 6.98 
Options granted 456,950 $ 27.38 
Options cancelled (19,651) $ 13.80 
Options exercised (612,182) $ 4.50 
Balance outstanding, November 30, 2001 4,066,457 $ 9.61 


The following summarizes information about stock options outstanding as at 
November 30, 2001: 


Number Weighted Weighted Number of Weighted 
Range of of options average average options average 
exercise prices outstanding remaining life exercise price exercisable exercise price 

: — eee | 

$ 1.23 to $ 2.80 743,150 1.7 years Ss 2.31 743,150 $ 2.31 
$ 3.18 to $ 5.07 1,231,900 1.5 years $7 3.57, 1,231,900 $7 3.57 
$ 6.73 to $13.02 1,229,907 3.8 years $ 10.20 841,018 $ 9.76 
$17.87 to $27.73 861,500 6.1 years $ 23.71 105,226 $ 19.70 
. (4,066,457. ~—-3.2.-: years $ 9.61 2,921,294 $ 5.61 


(f) 


8. 


The outstanding stock options have expiry dates ranging from December 2001 
to June 2008. 

During 2000, options were granted to purchase 544,300 Class B shares at per share 
prices ranging from $11.54 to $24.25, with expiry dates ranging from December 7, 
2006, to September 29, 2007. Options to purchase 1,304,630 Class B shares at per 
share prices ranging from $0.83 to $13.02 were exercised or cancelled. 


Per share amounts 

Basic and fully diluted earnings per share and cash flow from operations per share (as 
restated per note 7(a)) have been computed using the weighted average number of 
Class A and Class B shares outstanding during the year. Fully diluted earnings per share 
and cash flow from operations per share have been computed on the basis that all of 
the stock options had been exercised at the beginning of the year. 


Agreements with mutual funds 


The Corporation acts as manager for the AGF Funds and receives management and advisory 


fees from the AGF Funds in accordance with the respective agreements between the funds 


and the Corporation. In return, the Corporation is responsible for management and 


investment advisory services and all costs connected with the distribution of securities of 


the funds. Substantially all the management and advisory fees the Corporation earned in 
2001 and 2000 were from the AGF Funds. As at November 30, 2001, the Corporation had 
$24,807,000 (2000 — $31,597,000) receivable from the AGF Funds. The Corporation also 
acts as trustee for the AGF Funds that are mutual fund trusts. 


The Corporation directly provides unitholder services to the funds and is Compensated for 
such services. These services are provided in the normal course of operations and are recorded 
at the amount of consideration agreed to by the parties. The aggregate unitholder services 
costs absorbed and management and advisory fees waived by the Corporation during the 
year were approximately $3,014,000 (2000 — $2,511,000). 


9. Income taxes 


(a) The Corporation’s effective income tax rate is comprised as follows: 


Years ended November 30 


2001 | 2000 


(RESTATED-NOTE 3) 


Canadian corporate tax rate 42.0% 44.0% 
Future federal and provincial tax rate reductions (53.3) (4.8) 
Rate differential on earnings of subsidiaries (5.7) (6.6) 
Amortization of management contracts and goodwill 5.4 0.4 
Tax-exempt investment income and writedown of 

short-term investments 0.7 (0.4) 
Other 0.9 is 
Effective income tax rate (10.0)% 34.1% 


(b) Significant components of the provision for income tax expense attributable to 


continuing operations are as follows: 
(000’s) 


Years ended November 30 


2001 2000 


Future income taxes (benefits) 


Change in temporary differences 
Tax rate changes 


(RESTATED-NOTE 3) 


Future income taxes (benefits) 


$ 25,521 $ 33,271 
(73,356) (6,969) 
$ (47,835) $ 26,302 


saaeiaeeied ae annette eed 


(c) The tax effects of temporary differences, which gave rise to future tax liabilities and 


assets, are as follows: 


(000’s) 
November 30 2001 2000 | 
(RESTATED-NOTE 3) 
Future tax asset (liability) 
Deferred sales commissions $ (146,396) $ (146,357) 
Deferred revenue 1,879 2,598 
Undepreciated capital cost in excess of carrying values 492 827 
Loss carryforwards 903 3,987 
Ontario corporate minimum tax 7,203 8,095 
Integration costs = 4,690 
Share issue costs 1,618 — 
Goodwill and management contracts (130,382) (188,514) 
Other (2,151) al z (1,867) | 
Future income tax liability $ (266,834) $ (316,541) 


I 
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(d) As at November 30, 2001, certain subsidiaries of the Corporation have accumulated 
aggregate income tax losses of approximately $7.1 million (2000 — $5.1 million) that 
may be used to reduce taxable income in the future. These tax loss carry-forwards 


expire as follows: 


$2.3 million 2008 
$4.8 million no expiry date 

The potential tax benefits of $4.8 million of these losses have not been recognized in 
the consolidated financial statements. 


10. Capital assets 


November 30, 2001 


Furniture and 


cot 


Accumulated 


amortization 


ne} 


equipment 14,018 $ 7,782 $ 6,236 
Leasehold improvements 11,560 5,900 5,660 
Computer hardware 36,704 19,599 17,105 
Computer software 17,167 11,409 5,758 
Other 5,242 2,384 2,858 
way Tay 84,691 ome S$. RAT OTA $ 37,617 
November 30, 2000 
Furniture and 

equipment 10,680 $ 6,322 $ 4,358 
Leasehold improvements 7,568 4,843 ALT PIS 
Computer hardware 29,194 14,145 15,049 
Computer software 11,217 7,958 3,259 
Other 2,292 30 2,262 

a 60,951 a ae Sa 33,298 ae 2653 


11. Commitments 


The Corporation is committed under operating leases for office premises (excluding amounts 


provided for in the financial statements) which require approximate minimum rental payments 


as follows: 
(000’s) 
2002 4,880 
2003 3,434 
2004 2,580 
2005 981 
2006 173 


12. Limited partnership financings 


Selling commissions paid on certain sales of mutual fund securities of the AGF Funds made on 
the DSC basis (“DSC securities”) have been financed by limited partnerships held by third- 
party investors. Up to November 30, 2001, such limited partnerships have financed selling 


commissions of approximately $440 million in respect of such DSC securities. The Corporation 


is obligated to pay the relevant limited partnership an annual fee of 0.47% to 0.90% of the 


net asset value of DSC securities. The limited partnerships also receive any deferred sales 


charges resulting from the redemption of such securities. These obligations continue as long 


as such DSC securities remain outstanding except for certain of the limited partnerships, in 
which case the obligation terminates at various dates from December 31, 2006, to December 31, 
2020. For certain limited partnerships the obligation is secured by the Corporation’s mutual 
fund management contracts to the extent of the particular obligation. 

During 1998, 1999 and 2000, 11 of the AGF and 20/20 limited partnerships amalga- 
mated to form AGF Master Limited Partnership. The amalgamations did not change the 
Corporation’s obligations in respect of the relevant DSC securities in any material respect. 

The Corporation is responsible for the management and administration of the limited 
partnerships. These services are provided in the normal course of operations and are recorded 
at the amount of consideration agreed to by the parties. The amount of fees received in 
2001 was $592,000 (2000 — $620,000). As at November 30, 2001, the net asset value of 
DSC securities financed by the limited partnerships was $4.2 billion (2000 — $5.1 billion). 
13. Other deferred selling commission financing 
During 1998, Global Strategy Financial Inc. entered into an agreement with Putnam, Lovell, 
de Guardiola & Thornton Inc. (“PLGT”) where PLGT would finance sales commissions paid on 
the sale of Global Strategy mutual funds sold on a DSC basis from July 1, 1998, to December 31, 
1999. The agreement was amended on March 28, 2000, extending the funding period to 
March 31, 2001. PLGT financed sales commissions of approximately $54.1 million in respect 
of such distributed mutual funds for the period from July 1, 1998, to November 30, 2000. 
PLGT receives a direct annual share of the management fee revenue on distributed mutual 
funds that remain outstanding and whose sales were originally financed by them. Such 
payments are accounted for as distribution fees in accordance with note 1 — Revenue recog- 
nition. PLGT is also entitled to deferred sales charge revenue payable by the unitholder on 
the redemption of those distributed mutual funds. In addition, PLGT receives from the 
Corporation a share of the management fee revenue equal to the deferred sales charge 
revenue that would otherwise be payable by the unitholder on free redemptions of those 
distributed mutual funds, also accounted for as distribution fee payments. 

On January 25, 2001, the agreement between Global Strategy Financial Inc. and PLGT 
was amended to provide for the termination, effective October 31, 2000, of funding in 
connection with the program whereby PLGT financed sales commissions paid on the sale 
of Global Strategy mutual funds sold on a DSC basis. 

Also on January 25, 2001, the Corporation purchased for $7.3 million, PLGT’s title, 
interest and right to receive distribution fees and deferred sales charges payable in respect 
of distributed mutual fund units of the Global Strategy funds sold during the period from 
April 1, 2000 to October 31, 2000, for which PLGT financed the sales commissions. 


14. Long-term debt 


(000’s) 
November 30 2001 2000 | 
Bank loans 
Fully amortizing term loan $ 141,600 $ 177,000 
Bridge loan = 100,000 
Revolving term loan 18,800 76,600 
Notes payable due November 22, 2004 14,906 19,875 
Notes payable due April 30, 2013 30,059 35,675 
Instalment payable due July 31, 2002 8,527 17,054 
Loan notes due September 30, 2004 a ee =F Bn 743 
4 reas 214,377 426,947 
Less: amount included in current liabilities et pen af 48,896 af ; ___- 148,896 ; 
$ 165,481 $ 278,051 
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(a) 


(b) 


(c) 


‘(d) 


Bank loans 

Fully amortizing term loan 

The Corporation has arranged a fully amortizing five-year term loan with a Canadian 
chartered bank, which is repayable in equal quarterly instalments over the period of 20 
quarters following advance plus interest payable. The facility can be funded by direct 
advances and/or bankers’ acceptances (“BAs”). At November 30, 2001, the Corporation 
has drawn the facility in the form of a 46-day BA at an effective interest rate of 2.69% 


per annum. 


Revolving term loan 

The Corporation has arranged a 10-year prime rate-based revolving term loan to a 
maximum of $150.0 million with a Canadian chartered bank. Under the loan agreement, 
the Corporation is permitted to avail the revolving term loan by direct advances and/or 
bankers’ acceptances. The revolving term loan is available at any time for a period of 
364 days from commencement of the loan (the “Commitment Period”). The expiration 
of the current Commitment Period is June 30, 2002. However, the Corporation may 
request by April 15, 2002, and prior to April 15 in any calendar year thereafter, for a 
recommencement of the 10-year term at the expiry of the then current Commitment 
Period. No repayment of the principal amount outstanding pursuant to the revolving 
term loan is required during the first three years of the then applicable term. Thereafter, 
the loan balance shall be repaid in minimum monthly instalments of at least one-eighty- 
fourth of the amount of principal outstanding. 

As at November 30, 2001, the Corporation has drawn $18.8 million against the 
available loan amount in the form of five-day BAs at an effective interest rate of 2.70% 
per annum. 

Security for the bank loans includes a specific claim over the management fees 
owing from the mutual funds (subject to the existing claims of related limited partner- 
ships) for which the Corporation acts as manager and, depending upon the amount of 
the loan outstanding, an assignment of AGF’s investments in 20/20 Financial and AGF 
International Company Limited. 


Notes payable due November 22, 2004 

Amortizing four-year notes payable relate to the acquisition of Global Strategy and are 
repayable in equal annual instalments of $5.0 million. Interest is payable monthly based 
on the 30-day BA rate plus 0.40% per annum. The notes are secured by irrevocable let- 
ters of credit from a Canadian chartered bank. 


Notes payable due April 30, 2013 
Proceeds from notes payable issued to Multi-Fund Income Trust (“Multi-Fund”) were used 
to pay sales commissions incurred on the sale of units of the Global Strategy funds pur- 
chased on a contingent deferred sales charge basis from July 30, 1997, to June 30, 1998. 
The notes payable bear interest at 5% per annum accrued daily and payable monthly. 
Monthly repayments of interest and principal are required until the full principal amount of the 
notes is repaid or April 30, 2013, whichever comes first. Monthly repayments are determined 
based on a specified percentage (up to 0.47% per annum) of the net asset value of mutual fund 
assets financed by Multi-Fund (“Distributed Securities”). Monthly repayments will also include all 
contingent deferred sales charges received by the Corporation related to Distributed Securities. 
Multi-Fund has no recourse to any other assets of the Corporation to satisfy any 
amount payable in respect of the notes. 


Instalment payable due July 31, 2002 
Instalment payable relates to the acquisition of AGF PIM. It is non-interest-bearing 


and unsecured. 


(e) Loan notes due September 30, 2004 
Loan Notes are payable in British pounds. Interest is payable semi-annually at an interest 
rate that is reset semi-annually based on LIBOR. 


15. Participation units 

Proceeds from Participation units issued to Multi-Fund were used to pay sales commissions 
incurred on the sale of units of the Global Strategy funds purchased on a contingent 
deferred sales charge basis from July 30, 1997, to June 30, 1998. 

After the notes payable referred to in note 14(C) are repaid in full and prior to April 30, 
2013, Multi-Fund will be entitled to up to 0.52% per annum of the net asset value of then 
outstanding Distributed Securities (together with all contingent deferred sales charges relating 
to the Distributed Securities, if any) under the terms of the participation fee agreement. 

The participation units have been accounted for as a deferred credit. If the notes 
payable are repaid in full prior to April 30, 2013, the deferred credit will be amortized over 
the remaining period to that date. Otherwise, the entire amount will be recognized as 
revenue on April 30, 2013. 

16. Interest rate swap and foreign exchange hedge transactions 

The Corporation has entered into, for hedging purposes, three interest rate swap transactions 
(the “Swap Transactions”) with a Canadian chartered bank. The Swap Transactions expire 
between October 28, 2007, and January 27, 2008. They involve the exchange of three- 
month bankers’ acceptance floating interest rates for fixed interest rates of 5.47% to 5.56% 
per annum. As at November 30, 2001, the aggregate notional amount of the Swap 
Transactions was $59.1 million (2000 — $68.8 million). The aggregate fair value of the Swap 
Transactions, which represents the amount that would be paid (received) by the Corporation 
if the transactions were terminated at November 30, 2001, was $2,431,000 (2000 — 
$(530,000)). 

To hedge its currency exposure and to fix the interest rate on borrowings in connection 
with a Japanese yen denominated investment, the Corporation has entered into a cross 
currency swap transaction which expires on November 29, 2004. It involves the exchange 
of three-month bankers’ acceptance floating interest rates on a notional amount of CDN 
$3,293,000 for a fixed interest rate of 0.67% per annum on a notional amount of JPY 
¥256,000,000. The aggregate fair value of the cross currency swap transaction, which 
represents the amount that would be paid (received) by the Corporation if the transaction 
was terminated at November 30, 2001, was $(21,000). 

To hedge its currency exposure in connection with its investment in U.K.-based NCL 
(Securities) Limited, an associated company, the Corporation has entered into a foreign 
exchange forward contract to sell UK£14,500,000 on April 17, 2002, at an exchange rate of 
2.2308 for CDN$32,347,000. The fair value of the forward contract at November 30, 2001, 
has been included in the foreign currency translation adjustment. 

47. Fair value of financial instruments 


(a) Wealth Management Operations 


(000’s) 
November 30 7 ee (2001 ; te 2000 ea 
=” Carrying Estimated Carrying Estimated 
value fair value value fair value : 
Short-term investments $a22)021 $ 22,450 $ 45,454 $ 45,190 
Other investments : = 8,811 = ? 8,967 766 ‘1451 | 
$ 30,832 Sas 1417 $ 46,220 $ 46,641 . 
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(b) 


The estimated fair value of securities with an available trading market is based on 
their quoted market value. Investments that have no trading market are valued based 
on management estimates using common valuation techniques. 

Short-term investments include $18,763,000 (2000 — $40,293,000) in investments 

in various AGF Funds. 


Trust Company Operations 


(000’s) 


November 30 2001 2000 | 


Carrying ~ Estimated | | Carrying "Estimated 


fair value value fair value 


Investments $ 4,843 $ 5,131 $ 6,088 $ 5,962 


Mortgages and consumer loans 203,544 209,998 157,150 156,977 


$ 208,387 $ 215,129 $ 163,238 $ 162,939 


(c) 


18. 


Deposits $ 218,446 $ 222,592 $ 156,988 $ 156,933 


The estimated fair value of securities with an available trading market is based on their 
quoted market value. The estimated fair value of loans and deposits is determined by 
discounting the future cash flow at prevailing interest rates for loans and deposits with 
similar terms and applicable credit risks. 

As at November 30, 2001, the Corporation’s mortgage and consumer loan portfolio 
was comprised substantially of fixed rate residential mortgages, of which $117.0 million is 
insured, with a weighted average term to maturity of 2.4 years and a weighted average 
yield of 7.55%. Consumer loans have no fixed maturity and have floating interest rates 
based on prime. 

The carrying value of mortgages is net of an allowance for mortgage losses of 
$725,000 (2000 — $540,000). The carrying value of the consumer loans is net of an 
allowance for loan losses of $60,000 (2000 — $29,000). 

As at November 30, 2001, deposits were comprised substantially of guaranteed 
investment certificates with a weighted average term to maturity of 1.7 years and a 
weighted average interest rate of 4.85%. 


Other financial assets and financial liabilities of the Wealth Management Operations and 
Trust Company Operations are recorded at cost, which approximates fair value. 


Supplemental disclosure of cash flow information 


Interest payments in 2001 were $25,149,000 (2000 — $11,343,000). 
Income tax payments in 2001 were $34,029,000 (2000 — $14,730,000). 


AGF Trust Company Balance Sheets 


(IN THOUSANDS OF DOLLARS) 


December 31 2001 2000 | 

ASSETS 
Cash and short-term investments $ 50,176 $ 25,091 
Securities 4,855 6,100 
Mortgages receivable 181,609 146,859 
Consumer loans receivable 29,112 11,777 
RSP loans receivable 4,618 — 
Accrued interest receivable ASs2 1,050 
Accounts receivable 1,248 1,526 
Income taxes recoverable 844 a 
Deferred charges 1,386 895 
Capital assets 1,459 69 
Other assets 29 28 

TOTAL ASSETS a —— cae 276,538 Coen eon 193,395 


—_———————————— 


LIABILITIES 
Deposits 
Demand deposits $ 
Short-term deposits 
Guaranteed investment certificates 


Accounts payable and accrued liabilities 
Income taxes payable 
Future income taxes 
Deferred income 


SHAREHOLDER’S EQUITY 
Capital stock 
Retained Earnings 


TOTAL LIABILITIES AND SHAREHOLDER’S EQUITY $ 


3,855 $ 3,583 
18,355 12,774 
221,191 154,187 
243,401 170,544 
6,512 4,596 
aa 677 

331 76 

75 113 
250,319 176,006 
17,360 9,700 
8,859 7,689 
26,219 17,389 
276,538 $ 193,395 


AGF TRUST COMPANY 
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Consolidated ten-year review 


7 : 2001 — 
Operations ($000) 
Total revenue 639,994 
Net income 163,754 
Dividends 19,577 
Financial Position ($000) 
Working capital (deficit) (9,950) 
Long-term debt 165,481 
Shareholders’ equity 764,707 
Return on equity’ 26.3% 
Per Share ($) 
Net income -— basic 1.84 
Dividends 0.22 
Book value 8.56 
Mutual fund assets under 
management ($000,000) 27,482 


1 For 1998-2001, net income as percentage of average shareholders’ equity for the year. For 1992-1997, net income as 


percentage of shareholders’ equity at end of year. 


2000 


508,681 
95,931 
14,092 


(86,692) 

278,051 

480,091 
25.1% 


123 
0.18 
5.78 


26,979 


356,703 
61,710 
11,642 


55,348 

72,048 

284,244 
23.8% 


0.80 
0.15 
3.64 


18,705 


288,822 
48,777 
9,970 


40,186 

81,422 

233,383 
22.9% 


0.64 
0.13 
3.03 


15,015 


1997 1996 1995) 1994 1993 1992 


236,759 178,993 87,628 79,938 58,475 42,912 
40,489 22,403 16,896 15,898 9,905 4,900 
6,491 6,272 6159 3,916 3,395 2,886 
30,903 5,476 84,638 67,455 74,219 12,936 
38,000 60,000 72,950 72,950 72,950 22,950 
(eps il7/s} 115,565 62,366 52,164 39,976 33,237 
21.1% 19.4% & 27.1% 30.5% 24.8% 14.7% 
0.55 0.37 0.34 0.33 0.21 0.10 
0.09 0.10 0.13 0.08 0.07 0.06 
2.53 1.85 1.26 1.06 0.82 0.69 
12,429 10,075 4,471 4,076 3,636 2,273 
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Writing, Design & Productio! 


AGF is a global company with a Canadian home and is proud 
to be a pioneer in helping people reach their most important 


-~ goals and dreams in life. Through great investment products 


and service to customers, AGF has reinforced its position as _- 
one of the top fund companies in Canada. 


AGF was founded in 1957 with a handful of investors and one 
fund — our flagship American Growth Fund — which gave us 
the AGF name. | 


Today we manage total assets exceeding $34 billion and serve 
a growing network of financial advisors and more than one 
million investors. 


Across Canada, we have offices in Halifax, Montreal, Toronto, 
Calgary and Vancouver. International operations are located 
in London, Dublin, Singapore, Tokyo and Beijing. AGF 
Management Ltd. is an independent Canadian-owned 
company listed on the Toronto Stock Exchange (AGF.B) 


What are you doing after work? 
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